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Key external driver #1

Participation in Sports:

Individuals with plenty of free time, such as
adolescents and students, have traditionally been
the major demographic for video games. As more
people participate in outside activities and sports,
they are less likely to spend time indoors playing
video games. However, sports participation is
expected to continue declining, in part due to the
lingering pandemic. This poses an opportunity for
the industry to further product innovation by
identifying the most viable ways to expand product
offerings or upsell to its current users.

Key external driver #3Key external driver #2

Per Capita Disposable Income

Video games are considered a discretionary/leisure
item. Consumers are more inclined to spend
money on video games when their disposable
income grows. When disposable income
diminishes, customers are more inclined to
postpone purchases of video games. Per capita
disposable income is predicted to rise. Additionally,
the entertainment value offered by video games
cost less per hour compared to alternative leisure
activities, further encouraging higher spending.

Consumer Confidence Index

The Consumer Confidence Index (CCI) measures
consumer perceptions of the current economy as
well as their predictions for the coming months.
When consumers have a relatively positive outlook
on the economy, they are more inclined to buy
discretionary products such as video games. The
CCI is anticipated to rise, posing an opportunity for
the industry to roll out any trial offerings or
innovative products while the customer base has
positive spending perceptions based on current
economic outlook.

Video gaming OVERVIEW

The video gaming industry is comprised of physical games & software; consoles;
accessories; online games & software for mobile devices; and online games &
software for consoles. The primary industry activities include developing,
publishing, wholesaling, and retailing video game software, consoles, &
accessories as well as providing online game subscription services. As the
COVID-19 pandemic increased demand for products, revenue streams followed,
and the industry currently boasts total revenue of $85.9 billion, growing at a
CAGR of 14.3% over the years 2016-2021. Online games & software for mobile
devices and online games & software for consoles are the primary revenue
generators for the industry, representing 37.9% and 38.9% of total revenue.

CONCLUSION

As the market is consolidating and is set to
continue growing at a CAGR of 9.4% until 2026, the
video gaming industry is in a prime position for
market leaders to differentiate their product
offerings which in turn stimulates greater industry
innovation in effort to entice customers to
continue purchasing, moving to, or utilizing new
systems and games. It may certainly become
increasingly vital to be the first to debut a new
product in order to capitalize on customer desire
for new platforms while the consumer base
remains primarily indoors, CCI is relatively positive,
and the per capita disposable income is on the rise.

Video gaming outlook
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So far in 2022, the video gaming industry has seen two of the largest M&A
deals since 2016, with a combined deal value of $81.4 billion. Consolidation in
the industry is being experienced as significant players are leveraging
acquisitions to fight for scale, intellectual property, and exclusive rights to
popular game titles. Industry growth is expected to continue to outstrip that of
most other industries in the U.S. as the introduction of new goods and
platforms alongside wholly new technologies such as virtual reality and other
creative social gaming formats, are likely to drive continued demand. Thus, over
the next four years until 2026, industry revenue is expected to grow at a 9.4%
CAGR to reach a total industry revenue of $134.2 billion.
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